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Federal Highway Administration, DOT § 140.709

Subpart G—Payroll and Related
Expense of Public Employees;
General Administration and
Other Overhead; and Cost
Accumulation Centers and
Distribution Methods

SOURCE: 46 FR 3501, Jan. 15, 1981, unless
otherwise noted.

§ 140.701 Purpose.
To prescribe policies and procedures

for reimbursing a State highway agen-
cy (SHA) for the costs of salaries,
wages, and related costs incurred by its
employees or by those of a county,
city, or other local public agency
(LPA) for the benefit of a federally par-
ticipating highway project.

§ 140.703 Reimbursable costs.
The costs of salaries, wages, and re-

lated costs may be reimbursable for the
following activities:

(a) Preliminary engineering. Location,
design, and related work preparatory
to the advancement of a project to
physical construction.

(b) Construction engineering. The su-
pervision and inspection of construc-
tion activities; additional staking
functions considered necessary for ef-
fective control of the construction op-
erations; testing materials incor-
porated into construction; checking
shop drawings; and measurements
needed for the preparation of pay esti-
mates.

(c) Acquisition of rights-of-way. The
preparation of right-of-way plans; mak-
ing economic studies and other related
preliminary work; appraisal for parcel
acquisition; review of appraisals; prep-
aration for and trial of condemnation
cases; management of properties ac-
quired; furnishing of relocation advi-
sory assistance; and other related labor
expenses.

(d) Highway planning. The orderly
and continuing assembly and analysis
of information about highways, such as
the history of development and their
extent, dimensions and conditions, use,
economic and social effects, costs, and
future needs.

(e) Research and development. The
search for more complete knowledge of
the characteristics of the highway sys-

tem and the translation of the results
of research into practice.

(f) Administrative settlement costs-con-
tract claims. Services related to the re-
view and defense of claims against Fed-
eral-aid projects, as provided for in
subpart E of part 140 of this title, Ad-
ministrative Settlement Costs-Con-
tract Claims.

(g) Miscellaneous functions. Costs in-
curred for other activities which are
properly attributable to, and for the
benefit of, Federal-aid projects but are
not assignable to any of the previously
defined functions.

§ 140.705 Salaries and wages.

(a) Subject to appropriate authoriza-
tion requirements, Federal funds may
participate in the cost of salaries,
wages, and related payroll expenses in-
curred for periods of time public em-
ployees are actively engaged, either di-
rectly or indirectly, in project-related
activities.

(b) Salaries, wages, and related pay-
roll expenses of an SHA for mainte-
nance, general administration, super-
vision and other overhead are not eligi-
ble for reimbursement except as pro-
vided for in paragraph (b) of § 140.713.

§ 140.707 Travel and transportation.

(a) Federal funds may participate in
the cost of commercial transportation,
privately owned automobiles, and per
diem or subsistence which is essential
to the prosecution of the project and is
performed in accordance with pre-
scribed procedures.

(b) Reimbursement may be made for
use of privately owned automobiles and
per diem or subsistence which is in-
curred in conformance with established
reimbursement policy of the SHA or
LPA.

§ 140.709 Employee leave and holidays.

(a) An SHA or LPA may claim reim-
bursement for the costs of leave, i.e.,
annual, sick, military, jury, etc., that
is earned, accounted for, and used in
accordance with established proce-
dures. The cost of such leave must be a
liability of the SHA or LPA, must be
equitably distributed to all activities,
and the pro rata costs distributed to a
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Federal-aid project must be representa-
tive of the amount that is earned and
accrued while working on the project.

(b) Compensatory leave granted by
an SHA or LPA in lieu of payment of
overtime to eligible employees may be
claimed for reimbursement if accrued
and granted under established policies
on a uniform basis. Such leave costs
must meet the criteria discussed in
paragraph (a) of this section.

(c) Costs for other leave of a similar
nature which may be peculiar to a spe-
cific SHA or LPA may also be reim-
bursed provided it meets the criteria
set forth in paragraph (a) of this sec-
tion.

§ 140.711 Social security, retirement,
and other payroll benefits.

(a) Federal funds may participate in
allocable costs incurred for social secu-
rity, retirement, group insurance pre-
miums, and similar items applicable to
salaries and wages of public employees
engaged in work in Federal-aid
projects.

(b) The costs for such benefits must
be a liability of the SHA or LPA and
must meet the criteria set forth in
paragraph (a) of § 140.709.

§ 140.713 General administration and
other overhead.

(a) General administration, super-
vision, and other unallowable overhead
costs of an SHA are those considered
necessary for the management, super-
vision, and administrative control of a
suitably equipped, staffed and oper-
ational SHA. Examples of such unal-
lowable costs may include, but are not
limited to, the following types of per-
sonnel, related payroll benefit costs,
and other administrative or support
services;

(1) Directors, department heads,
legal, accounting, budgeting, person-
nel, and procurement units.

(2) Related clerical, secretarial, and
other support services for officials and
personnel listed in paragraph (a)(1) of
this section.

(3) Management, supervision, and ad-
ministrative overhead costs incurred
by other units or departments of State,
county, or city governmental organiza-
tions.

(b) Costs incurred for services ren-
dered by employees generally classified
as administrative may, however, be
considered eligible for reimbursement
for:

(1) A highway planning unit and a re-
search and development unit, in the
ratio of time spent on the participating
portion of work in the unit to the total
unit’s working hours, and

(2) Other operating units if such em-
ployees are assigned for specific identi-
fiable periods of time to perform proj-
ect-related activities in the same man-
ner as other operating personnel.

[46 FR 3501, Jan. 15, 1981, as amended at 49
FR 45578, Nov. 19, 1984]

§ 140.715 Use of cost accumulation cen-
ters and cost distribution methods.

(a) Cost accumulation centers, i.e.,
cost centers, cost pools, or other ac-
ceptable cost accumulation methods,
may be used to capture related types of
costs for later distribution to all
projects or other benefitting activities
for which work was performed during
the accounting period. The accounting
and cost distribution procedures must
be in accordance with paragraph (b) of
this section for types of costs incurred
under the following general criteria:

(1) Salaries, wages and related pay-
roll benefit costs may be incurred dur-
ing a payroll accounting period which
affects a number of projects and, there-
fore, may not be easily adaptable to
charging directly to individual projects
due to such factors as (i) incompati-
bility of time increments for individual
projects, (ii) an inordinate amount of
time or additional number of docu-
ments to provide separate project cod-
ing, or (iii) a documented reduction of
overhead costs in the elimination of
processing source and coding required,
increased electronic data processing
applications, and additional account-
ing requirements.

(2) Small items of costs may be in-
curred which affect several projects
and would result in a disproportionate
amount of time and number of docu-
ments for separate project accounting
in relation to the amount of costs in-
volved.

(3) Items of costs may otherwise be
eligible for reimbursement but, due to
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